INTRODUCTION
For more than 50 years, Medicare has been a stable, trusted source of health insurance that provides basic access and financial protection for elderly and disabled beneficiaries for acute hospital and medical care services. 1 The program has directly contributed to sharp declines in mortality and longer life expectancy for those age 65 and older.
2 It also has succeeded in holding spending per beneficiary nearly flat over the past five years, below private insurance increases.
3 But Medicare's benefit design also includes high costsharing and no limit on out-of-pocket costs. Although prescription drugs were added in 2006, beneficiaries are required to purchase a separate private plan. If they want to buy private Medigap supplemental coverage for cost-sharing, they incur significant additional premiums.
Even after they pay for supplemental drug and Medigap plans, beneficiaries face the cost of dental, hearing, vision, and long-term services-all excluded from Medicare. • High total cost burden: Spending on insurance premiums plus medical care, including copayments, coinsurance, and uncovered expenses, amounts to 20 percent or more of annual income.
• 
BACKGROUND: MEDICARE BENEFITS AND LOW-INCOME POLICIES
Currently, 56 million people-17 percent of the U.S.
population-rely on Medicare. By 2024, Medicare will cover one-fifth of the population.
5 As the population ages and becomes eligible for the program, people will discover they need to supplement their coverage to ensure financial protection, since the program has relatively high costsharing and no limit on patient liability for covered benefits.
Medicare Current Benefits
Medicare benefits include substantial cost-sharing as well as no limit on out-of-pocket costs for covered services. 
BENEFICIARIES' HIGH FINANCIAL BURDENS

Medicare's Underinsured
Using our other measure of financial burden, we find that one-fourth of beneficiaries are underinsured-that is, they spend at least 10 percent of their total annual incomes on medical care services, excluding premiums.
Of beneficiaries with incomes below the poverty level, one-third spent 10 percent or more (Exhibit 2). Despite having Medicare or supplemental coverage, these people are effectively underinsured. 10 The risks of being underinsured are highest for people with low incomes.
Such cost burdens point to gaps in current low-income provisions to cover costs of needed health care, including services not covered by Medicare. 
Poor Health as Well as Low Income Intensify Risk of High Cost Burdens
Out-of-Pocket Spending: Covered and Excluded Services
The medical care cost burdens reflect the limited scope of benefits as well as Medicare's uncapped cost-sharing. 
Dental, Vision, and Hearing: Evidence of Unmet Need
Medicare promises to cover all essential medical care but explicitly excludes dental, vision, and hearing. Access and affordability remain key concerns. In any discussions of potential Medicare reform, it will be important to pay particular attention to consequences for those vulnerable because of poor health or low income.
Indeed, the findings point to the need to limit out-ofpocket costs and enhance protection for low-income or sicker beneficiaries.
As the single largest purchaser of health care in the country, Medicare policies directly influence insurance and care systems across the country. With a projected one-fifth of the population on Medicare by 2024, keeping beneficiaries healthy and financially independent is important to beneficiaries, their families, and the nation. 
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